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Exhibit 8. Business Plans

(a) Furnish a consolidated business plan.
The converting association shall provide, as
part of the business plan, a detailed discus-
sion of how the capital acquired in the con-
version will be utilized, including, among
other things, any proposed stock repur-
chases.

(b) Applicant should follow § 563b.4(c) if the
business plan is to be deemed confidential.

[54 FR 49596, Nov. 30, 1989, as amended at 59
FR 22735, May 3, 1994]

§ 563b.101 Form PS—Proxy State-
ments.
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for Approval
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Item 6. Management Remuneration
Item 7. Business of the Applicant
Item 8. Description of the Applicant’s Plan
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Item 9. Description of Capital Stock
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Item 11. Use of New Capital
Item 12. New Charter, Bylaws or Other Doc-

uments
Item 13. Other Matters
Item 14. Financial Statements
Item 15. Consents of Experts and Reports
Item 16. Attachments

INFORMATION REQUIRED IN CONVERSION PROXY
STATEMENT

Notes

1. Except as otherwise specifically pro-
vided, where any item calls for information
for a specified period in regard to directors,
officers or other persons holding specified
positions or relationships, the information
shall be given in regard to any person who
held any of the specified positions or rela-

tionships at any time during the period.
However, information need not be included
for any portion of the period during which
such person did not hold any such position or
relationship provided a statement to that ef-
fect is made.

2. The proxy statement shall include such
information which the Chief Counsel or the
Deputy Chief Counsel for Securities and Cor-
porate Structure by interpretative release or
otherwise has deemed necessary to comply
with items of this Form PS.

Item 1. Notice of Meeting

The cover page of the proxy statement
shall give notice of the meeting of the asso-
ciation members called by the board of direc-
tors to act upon the conversion. The cover
page shall include the date, time and place of
the meeting, a brief description of each mat-
ter to be acted upon at the meeting, the date
of record for association members entitled to
vote at the meeting, the date of the state-
ment and the full address, ZIP code and tele-
phone number of the applicant.

In accordance with § 563b.5(d)(4) of this
part, the applicant shall not use previously-
executed proxies to vote on the plan of con-
version.

Item 2. Revocability of Proxy

State that the person giving the proxy has
the power to revoke it before the proxy is ex-
ercised at the meeting. If the right of revoca-
tion is subject to compliance with any for-
mal procedure, briefly describe such proce-
dure. Briefly describe any charter, bylaw or
applicable Federal or State law requirements
otherwise restricting voting by proxy. State
that the proxy is solicited for that meeting,
and any adjournment thereof, and will not be
used for any other meeting. (See also
§ 563b.5(d)(3)).

Item 3. Persons Making the Solicitation

(a) State whether the solicitation is made
by the management of the applicant. Give
the name of any director of the applicant
who has informed the management in writ-
ing that he or she intends to oppose any ac-
tion intended to be taken by the manage-
ment and indicate the action which he or she
intends to oppose.

(b) If the solicitation is to be made other-
wise than by the use of the mails, describe
the methods to be employed. If the solicita-
tion is to be made by specially engaged em-
ployees or paid solicitors, state the material
features of any contract or arrangement for
such solicitation and identify the parties.

(c) If the solicitation is made otherwise
than by the management of the applicant, so
state and give the names of the persons by
whom and on whose behalf it is made. Any
such solicitation normally need not respond
to items 5 through 16, but must include such
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information as to make such solicitations
comply with § 563b.5(g)(1).

Item 4. Voting Rights and Vote Required for
Approval

(a) Describe briefly the voting rights of
each class of association members, state the
approximate total number of votes entitled
to be cast at the meeting, and the approxi-
mate number of votes to which each class is
entitled. Discuss the voting rights of bene-
ficiaries of accounts held in a fiduciary ca-
pacity such as IRA accounts.

(b) As part of the description give the date
of record for association members entitled to
vote at the meeting.

(c) As to each matter which will be sub-
mitted to a vote of association members,
state the vote required for its approval.

(d) The applicant shall not use previously-
executed proxies to vote on the plan of con-
version.

Item 5. Directors and Executive Officers

(a) Furnish the information regarding di-
rectors and executive officers and certain re-
lationships and related transactions required
to be disclosed in a registration or proxy
statement filed with the Office under the Se-
curities Exchange Act of 1934, 15 U.S.C. 78a et
seq. In particular, see items 401 and 404 of
Regulation S–K, 17 CFR 229.401 and 404, and
item 6 of Regulation 14A, 17 CFR 240.14a–101.
Unless the context otherwise requires, the
words ‘‘registrant’’ and ‘‘issuer’’ in those
regulations shall refer to the applicant and
the word ‘‘Commission’’ shall refer to the Of-
fice.

(b) State whether control of the applicant
has been exercised through the use of proxies
and the nature of such control.

Item 6. Management Remuneration

Furnish the information regarding man-
agement remuneration required to be dis-
closed in a registration or proxy statement
filed with the Office under the Securities Ex-
change Act of 1934, 15 U.S.C. 78a et seq. In
particular, see item 402 of Regulation S–K, 17
CFR 229.402, and item 7 of Regulation 14A, 17
CFR 240.14a–101. Unless the context other-
wise requires, the words ‘‘registrant’’ and
‘‘Commission’’ in those regulations shall
refer to the applicant and to the Office, re-
spectively.

Item 7. Business of the Applicant

(a) Narrative description of business. (1) Dis-
cuss briefly the organizational history of the
applicant, including the year of organiza-
tion, the identity of the chartering author-
ity, and any material charter conversions.

(2) Describe the business conducted and in-
tended to be conducted by the applicant and
its subsidiaries. This should include a de-
scription of the general development of the

business of the applicant and any prede-
cessor(s) during the past five years, or such
shorter period as the applicant may have
been engaged in business. Information shall
be disclosed for earlier periods if material to
an understanding of the general development
of the business. Any material changes in the
mode of conducting the business should be
discussed.

(3) Consideration should be given to inclu-
sion of a description of the applicant’s his-
torical practices, including the average re-
maining term to maturity of its portfolio of
mortgage loans, and present intention re-
garding the making of loans, whether real
estate or other, the nature of security re-
ceived, the terms of loans, whether carrying
fixed or variable interest rates, and the re-
tention of loans or their resale in secondary
mortgage markets. Historical description
might require a general identification of the
magnitude of various activities.

(4) Also explain any significant impact to
the association as a result of any material
acquisitions.

(b) Selected financial data. Furnish in com-
parative columnar form a summary of se-
lected financial data for the applicant for:

(1) Each of the last five fiscal years of the
applicant (or for the life of the applicant and
its predecessors, if less); and

(2) Any additional fiscal years necessary to
keep the summary from being misleading.

Instructions. 1. The purpose of the summary
of selected financial data shall be to supply
in convenient and readable format selected
data which highlight significant trends in
the applicant’s financial condition and re-
sults of operations.

2. Subject to appropriate variation to con-
form to the nature of the applicant’s busi-
ness, the following items, as a minimum,
shall be included in the summary: Total in-
terest income; total interest expense; income
(loss) from continuing operations; net in-
come; total loans; total investments; total
assets; total savings; total borrowings; total
regulatory capital; and total number of cus-
tomer service facilities indicating the num-
ber which provide full service. Applicants
may include additional items which they be-
lieve would enhance understanding and high-
light trends in their financial condition and
results of operations. Briefly describe, or
cross reference to a discussion of, factors
such as accounting changes, business com-
binations, or dispositions of business oper-
ations that materially affect the com-
parability of the information reflected in se-
lected financial data. Discussion of, or ref-
erence to, any material uncertainties should
also be included where those matters might
cause the data reflected not to be indicative
of the applicant’s future financial condition
or results of operations.
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3. Those applicants which elect to provide
five-year summary information in accord-
ance with the Financial Accounting Stand-
ards Board’s Statement of Financial Ac-
counting Standards No. 89 (‘‘SFAS 89’’) ‘‘Fi-
nancial Reporting and Changing Prices,’’
may combine such information with the se-
lected financial data appearing pursuant to
this item.

4. All references to the applicant in the
summary and in these instructions shall
mean the applicant and its consolidated sub-
sidiaries.

5. If interim-period financial statements
are included, or are required to be included
by item 14, applicants should update the se-
lected financial data for the interim period
to reflect any material change in the trends
indicated; where such updating information
is necessary, applicants shall provide the in-
formation on a comparative basis unless not
necessary to an understanding of the updat-
ing information.

(c) Management’s discussion and analysis of
financial condition and results of operations. (1)
Discuss applicant’s financial condition,
changes in financial condition, and results of
operations. The discussion shall provide in-
formation as specified in paragraphs (i), (ii),
and (iii) of this paragraph with respect to li-
quidity, capital resources, and results of op-
erations and also should provide all other in-
formation which the applicant believes to be
necessary to an understanding of its finan-
cial condition, changes in financial condi-
tion, and results of operations. Significant
business combinations should be discussed.
Discussion of liquidity and capital resources
may be combined whenever the two topics
are interrelated. Where in the applicant’s
judgment a discussion of subdivisions of the
applicant’s business would be appropriate to
an understanding of the business, the discus-
sion should focus on each relevant, report-
able segment or other subdivision of the
business and on the applicant as a whole.

(i) Liquidity. Identify any known trends or
any known demands, commitments, events,
or uncertainties which will result in or
which are reasonably likely to result in the
applicant’s liquidity increasing or decreasing
in any material way. If a material deficiency
is identified, indicate the course of action
which the applicant has taken or proposes to
take to remedy the deficiency. Identify and
separately describe internal and external
sources of liquidity, and briefly discuss any
material unused sources of liquid assets.
Comment on maturity imbalances between
assets and liabilities and planned activities
in the secondary mortgage market.

(ii) Committed resources. (A) Describe the
applicant’s material commitments for loan
fundings or other expenditures as of the end
of the latest fiscal period and indicate the
general purpose of the commitments and the

anticipated source of funds needed to fulfill
the commitments.

(B) Describe any known material trends,
favorable or unfavorable, in the applicant’s
committed resources. Indicate any expected
material changes in the mix and the relative
cost of the resources. This discussion should
consider changes between savings, equity,
debt, and any off-balance-sheet financing ar-
rangements.

(iii) Results of operations. (A) Describe any
unusual or infrequent events or transactions
or any significant economic changes that
materially affected the amount or reported
income from continuing operations and, in
each case, indicate the extent to which in-
come was affected. In addition, describe any
other significant components of revenues or
expenses which, in the applicant’s judgment,
should be described in order to understand
the applicant’s results of operations.

(B) Describe any known trends or uncer-
tainties which have had, or which the appli-
cant reasonably expects will have, a materi-
ally favorable or unfavorable impact on net
sales or revenues or income from continuing
operations. If the applicant knows of events
which will cause a material change in the re-
lationship between costs and revenues (such
as known future increases in costs of money
or interest rates) the change in the relation-
ship should be disclosed.

(C) To the extent that the financial state-
ments disclose material increases in interest
expense, provide a narrative discussion of
the extent to which the increases are attrib-
utable to increases in rates or to increases in
volume.

(D) For the three most recent fiscal years
of the applicant, or for those fiscal years in
which the applicant has been engaged in
business, whichever period is shorter, discuss
the impact of inflation and changing prices
on the applicant’s revenues and on income
from continuing operations.

(E) For the most recent financial state-
ment presented, discuss any unusual risk
characteristics in the assets of the applicant.
This would include real estate development,
significant amounts of commercial real es-
tate as loan collateral, and any other signifi-
cant risk factors inherent in the applicant’s
lending or investment portfolios, including
significant increases in amounts of non-
accrual, past due, restructured, and poten-
tial problem loans (see Securities and Ex-
change Commission’s Securities Act Indus-
try Guide 3, section III C).

Instructions. 1. The applicant’s discussion
and analysis shall be of the financial state-
ments and of other statistical data which the
applicant believes will enhance a reader’s
understanding of its financial condition,
changes in financial condition, and results of
operations. Generally, the discussion should
cover the three-year period covered by the fi-
nancial statements and should utilize year-
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to-year comparisons or other formats which
in the applicant’s judgment enhance a read-
er’s understanding. However, where trend in-
formation is relevant, reference to the five-
year selected financial data appearing in
item 7(b) above may be necessary.

2. The purpose of the discussion and anal-
ysis should be to provide to investors and
other users information relevant to an as-
sessment of the financial condition and re-
sults of operations of the applicant as deter-
mined by evaluating the amounts and cer-
tainty of cash flows from operations and
from outside sources. The information pro-
vided in this item 7(c) need only include that
which is available to the applicant without
undue effort or expense and which does not
clearly appear in the applicant’s financial
statements.

3. The discussion and analysis should spe-
cifically focus on material events and uncer-
tainties known to management which would
cause reported financial information not to
be necessarily indicative of future operating
results or of future financial condition. This
would include description and amounts of (a)
matters which would have an impact on fu-
ture operations and have not had an impact
in the past, and (b) matters which have had
an impact on reported operations and are not
expected to have an impact upon future oper-
ations.

4. Where the consolidated financial state-
ments reveal material changes from year to
year in one or more line items, the causes for
the changes should be described to the ex-
tent necessary to an understanding of the
applicant’s business as a whole; provided,
however, if the causes for a change in one
line item also relate to other line items, no
repetition is required and a line-by-line anal-
ysis of the financial statements as a whole is
not required or generally appropriate. Appli-
cants need not recite the amounts of changes
from year to year which are readily comput-
able from the financial statements. The dis-
cussion should not merely repeat numerical
data contained in the consolidated financial
statements.

5. The term ‘‘liquidity’’ as used in para-
graph (c)(1)(i) of this item 7 refers to the
ability of an enterprise to generate adequate
amounts of cash to meet the enterprise’s
needs for cash. Except where it is otherwise
clear from the discussion, the applicant
should indicate those balance sheet condi-
tions or income or cash flow items which the
applicant believes may be indicators of its li-
quidity condition. Liquidity generally
should be discussed on both a long-term and
short-term basis. The issue of liquidity
should be discussed in the context of the ap-
plicant’s own business or businesses. Liquid-
ity does not necessarily mean ‘‘liquid assets’’
as defined in the liquidity regulations of the
Office.

6. Applicants are encouraged, but not re-
quired, to supply forward-looking informa-
tion. This is to be distinguished from pres-
ently known data which will have an impact
upon future operating results, such as known
future increases in rates or other costs. This
latter data is required to be disclosed. Any
forward-looking information supplied is
hereby expressly covered by the safe-harbor
rule for projections, § 563d.3b–6, under the cir-
cumstances specified in that rule.

7. Applicants which elect to provide nar-
rative explanations of supplementary infor-
mation disclosed in accordance with SFAS 89
may combine the explanations with their
discussion and analysis required pursuant to
this provision or they may supply the infor-
mation separately. If the information is
combined, it shall be located in reasonable
proximity to the discussion and analysis. If
the information is not combined, the discus-
sion of the impact of inflation otherwise re-
quired by this item may be omitted if there
is an appropriate cross reference to the ex-
planations provided pursuant to SFAS 89.

8. Applicants which elect not to provide ex-
planations of supplementary information
disclosed in accordance with SFAS 89 may
discuss the effects of inflation and changes
in prices in whatever manner appears appro-
priate under the circumstances. Although
voluntary compliance with SFAS 89 is en-
couraged, all that is required is a brief tex-
tual presentation of management’s views. No
specific numerical financial data need be
presented.

9. All references to the applicant in the dis-
cussion and in these instructions shall mean
the applicant and its consolidated subsidi-
aries.

(2) If interim-period financial statements
are included or are required to be included
by item 14, a management’s discussion and
analysis of the financial condition and re-
sults of operations shall be provided to en-
able the reader to assess material changes in
financial condition and results of operations
between the periods specified in subdivisions
(i) and (ii) of this paragraph (2). The discus-
sion and analysis shall include a discussion
of material changes in those items specifi-
cally listed in paragraph (c)(1) of this item 7,
except that the impact of inflation and
changing prices on operations for interim pe-
riods need not be addressed.

(i) Material changes in financial condition.
Discuss any material changes in financial
condition from the end of the preceding fis-
cal year to the date of the most recent in-
terim balance sheet provided. If the interim
financial statements include an interim bal-
ance sheet as of the corresponding interim
date of the preceding fiscal year, any mate-
rial change in financial condition from that
date to the date of the most recent interim
balance sheet provided shall also be dis-
cussed. If discussions of changes from both

VerDate 11<MAY>2000 04:24 Jan 15, 2002 Jkt 197037 PO 00000 Frm 00266 Fmt 8010 Sfmt 8010 Y:\SGML\197037T.XXX pfrm01 PsN: 197037T



267

Office of Thrift Supervision, Treasury § 563b.101

the end and the corresponding interim date
of the preceding fiscal year are required, the
discussions may be combined at the discre-
tion of the applicant.

(ii) Material changes in results of operations.
Discuss any material changes in the appli-
cant’s results of operations with respect to
the most recent fiscal year-to-date period for
which an income statement is provided and
the corresponding year-to-date period of the
preceding fiscal year. If the applicant is re-
quired to or has elected to provide an income
statement for the most recent fiscal year
quarter, the discussion also shall cover ma-
terial changes with respect to that fiscal
quarter and the corresponding fiscal quarter
in the preceding fiscal year. In addition, if
the applicant has elected to provide an in-
come statement for the 12-month period
ended as of the date of the most recent in-
terim balance sheet provided, the discussion
shall also cover material changes with re-
spect to that 12-month period and the 12-
month period ended as of the corresponding
interim balance sheet date of the preceding
fiscal year.

Instructions. 1. If interim financial state-
ments are presented together with financial
statements for full fiscal years, the discus-
sion of the interim financial information
shall be prepared pursuant to paragraph
(c)(2) and the discussion of the full fiscal
year information shall be prepared pursuant
to paragraph (c)(1) of this item 7. Such dis-
cussions may be combined.

2. The discussion and analysis required by
this paragraph (c)(2) is required to focus only
on material changes. Where the interim fi-
nancial statements reveal material change
from period to period in one or more signifi-
cant line items, the causes for the changes
should be described if they have not already
been disclosed; however, if the causes for a
change in one line item also relate to other
line items, no repetition is required. Appli-
cants need not recite the amounts of changes
from period to period which are readily com-
putable from the financial statements. This
discussion should not merely repeat numer-
ical data contained in the financial state-
ments. The information provided should in-
clude that which is available to the appli-
cant without undue effort or expense and
which does not clearly appear in the appli-
cant’s interim financial statements.

3. The applicant’s discussion of material
changes in results of operations should iden-
tify any significant elements of the appli-
cant’s income or loss from continuing oper-
ations which do not arise from or are not
necessarily representative of the applicant’s
ongoing business.

4. Applicants are encouraged but are not
required to discuss forward-looking informa-
tion. Any forward-looking information sup-
plied is expressly covered by the safe-harbor

rule for projections, § 563d.3b–6, under the cir-
cumstances specified in that rule.

(d) Lending activities. (1) Briefly describe
the applicable Federal and State restrictions
on the lending activities of the applicant, in-
cluding applicable laws affecting mortgage
loan interest rates. Also briefly describe the
applicant’s general policy concerning loan-
to-value ratios; customary methods of ob-
taining loan originations, such as the use of
loan consultants; approval of properties as
security for loans; the use of a loan com-
mittee, if any; and policies as to requiring
title, fire, and casualty insurance on secu-
rity properties. Indicate the applicant’s gen-
eral future intentions with respect to activi-
ties in secondary mortgage markets, includ-
ing transactions with the Federal Home
Loan Mortgage Corporation or mortgage
bankers. If significant, indicate loan service
fee income as a percentage of net interest in-
come for the years required by item 14(b).

(2) As to the lending area of the applicant,
describe briefly (i) the lending area restric-
tions, if any, applicable to the applicant, (ii)
the areas in which the applicant normally
lends, and (iii) any material loan concentra-
tion areas of the applicant. The descriptions
may include maps illustrating one or more of
these areas. Furnish an estimate of the hous-
ing vacancy rates in areas where the appli-
cant’s loan concentrations are located, if
practicable.

(3) Describe briefly the general long-term
nature of investment in mortgage loans and
the consequent effect upon the earnings
spread of savings associations. State the nor-
mal maturity of loans made by the applicant
on the security of single-family dwellings
and furnish an estimate as to the average
length of time the loans are outstanding.

(4) For each of the periods required by item
14(b), set forth in tabular form, excluding
fees which are not considered adjustments of
yield, the following:

(i) Average yield during the period on: (A)
Loan portfolio, (B) investment portfolio, (C)
other interest-earning assets, and (D) all in-
terest earning assets. Average yield should
be computed on no greater than a monthly
basis.

(ii) Average rate paid during the period on:
(A) Deposits, (B) borrowings and Federal
Home Loan Bank advances, (C) other inter-
est-bearing liabilities, (D) all interest-bear-
ing liabilities ((A), (B), and (C)). Average
rate paid should be computed on no greater
than a monthly basis.

(iii) Weighted-average yield at end of the
latest required period, for the items in items
(i) and (ii) of paragraph (4).

(iv) The net yield on average interest-earn-
ing assets (net interest earnings divided by
average interest-earning assets, with net in-
terest earnings equaling the difference be-
tween the dollar amount of interest earned
and paid). Average interest-earning assets
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should be determined on an interval no more
frequent than monthly.

(v) For each of the periods required by
item 14(b), set forth in tabular form: (A) The
dollar amount of change in interest income
and (B) the dollar amount of change in inter-
est expense. The changes should be seg-
regated for each major category of interest-
earning asset and interest-bearing liability
(as stated in items (i) and (ii) of paragraph
(4)) into amounts attributable to (1) changes
in volume (change in volume multiplied by
old rate), (2) changes in rates (change in rate
multiplied by old volume), and (3) changes in
rate-volume (change in rate multiplied by
the change in volume). The rate/volume
variances should be allocated on a consistent
basis between rate and volume variance and
the basis of allocation disclosed in a note to
the table.

(5) For each of the periods required by item
14(b), present the following:

(i) Return on assets (net income divided by
average total assets).

(ii) Return on equity (net income divided
by average equity).

(iii) Equity-to-assets ratio (average equity
divided by average total assets).

Instructions. Applicants should supply any
additional ratios which they deem necessary
to explain their operations.

(6) As of the end of the latest fiscal year re-
ported on, present separately the amounts of
loans in each category required by balance
sheet item 7(b), § 563c.102, which are due: (i)
In each of the three years following the bal-
ance sheet, (ii) after three through five
years, (iii) after five through ten years, (iv)
after ten through fifteen years, and (v) after
fifteen years.

In addition, present separately the total
amount of all such loans due after one year
which have predetermined interest rates and
floating or adjustable interest rates.

Instructions. 1. Scheduled principal repay-
ments should be reported in the maturity
category in which the payment is due.

2. Demand loans, loans having no stated
schedule of repayments and no stated matu-
rity, and overdrafts should be reported as
due in one year or less.

3. Determinations of maturities should be
based upon contract terms. However, such
terms may vary due to the applicant’s ‘‘roll-
over policy,’’ in which case the maturity
should be revised as appropriate and the roll-
over policy should be briefly discussed.

(7) Describe briefly the risk elements with-
in the loan and investment portfolios includ-
ing the applicant’s customary procedures re-
garding delinquent loans. As of the end of
each of the periods covered by the state-
ments of operation required by item 14(b)(1)
and as of the date of the latest statement of
financial condition required by item 14(a),
set forth in tabular form the amounts and
categories of nonaccrual, past due, restruc-

tured, and potential problem loans (see Secu-
rities and Exchange Commission’s Securities
Act Industry Guide 3, section III C) and the
ratio of such loans to total assets. Where the
amount of real estate that has been in sub-
stance foreclosed, acquired by foreclosure, or
by deed in lieu thereof is significant, include
a brief description of the major properties
and a statement as to the applicant’s prob-
able losses, if any, upon disposition of such
properties.

(e) Savings activities. (1) State whether the
maximum rate of interest which the appli-
cant may pay is established by regulatory
authorities. State that, in the event of liq-
uidation of the applicant after conversion,
savings account holders will be entitled to
full payment of their accounts prior to pay-
ment to shareholders. Also indicate the per-
centage of total savings accounts which are
from out-of-state sources, if such total is sig-
nificant.

(2) Set forth in tabular form the amounts
of time deposit accounts by categories of in-
terest rates as of the dates of each balance
sheet filed. Each interest-rate category
should not be more than 200 basis points. As
of the date of the latest balance sheet, set
forth, in tabular form for each interest-rate
category, the amounts of savings maturing
during each of the three years following the
balance sheet date and the total maturing
thereafter.

(3) Disclose the weighted-average rate and
general terms (as well as formal provisions
for the extension of the maturity) of each
category of short-term borrowings required
by Balance Sheet Caption 14, § 563c.102, along
with the maximum amount of borrowings in
each category outstanding at any month-end
during each period for which an end-of-pe-
riod balance sheet is required. In addition,
disclose the approximate average short-term
borrowings outstanding during the period
and the approximate weighted-average inter-
est rate (and a brief description of the means
used to compute such average) for such ag-
gregate short-term borrowings. The disclo-
sure required by this paragraph (3) need not
be furnished as regards borrowings in each
particular category when the aggregate
amount of such borrowings at the balance
sheet date does not exceed one percent of as-
sets at that date. Notwithstanding this re-
porting threshold, if the weighted average of
such borrowings outstanding during the year
exceeds one percent of assets at year-end and
significantly exceeds the amount of such
borrowings at year-end, the disclosure called
for by this paragraph (3) should be furnished.
This information is not required to be given
for any category of short-term borrowings
for which the average balance outstanding
during the period was less than 30 percent of
stockholders equity at the end of the period.

(f) Federal regulation. Describe briefly, to
the extent not otherwise covered by other
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items, Federal regulation of the applicant
and the conduct of its operations. In par-
ticular, describe briefly the insurance of ac-
counts and the general regulatory authority
of the Federal Deposit Insurance Corpora-
tion, the general regulatory authority of the
Office, and Federal regulatory capital re-
quirements, the results of failure to meet
those requirements, and the applicant’s reg-
ulatory capital position in relation to those
requirements. Also describe the assessment
authority and requirements of the Federal
Deposit Insurance Corporation, the Office,
the Financing Corporation, and the Resolu-
tion Funding Corporation. In addition, de-
scribe briefly applicable liquidity require-
ments under section 4A of the Home Owners’
Loan Act, as amended, the regulations there-
under, and State law. State the applicant’s
position with respect to those requirements.

(g) Federal Home Loan Bank System. De-
scribe briefly the Federal Home Loan Bank
System and state that the applicant is a
member. Such description shall include

(1) Limitations on borrowings,
(2) Recent loan policies of the applicant’s

Federal Home Loan Bank and current inter-
est rates, and

(3) Federal Home Loan Bank stock pur-
chase requirements and the applicant’s posi-
tion with respect to those requirements.

(h) State savings association law. If the ap-
plicant is converting to a State-chartered
stock association, describe briefly applicable
provisions of State law which have a mate-
rial effect on the business of the applicant.

(i) Federal and State taxation. Describe
briefly the Federal income tax laws applica-
ble to the applicant including:

(1) Permissible bad debt reserves;
(2) The applicant’s position with respect to

the maximum bad debt reserve limitations
as of the date of the latest statement of fi-
nancial condition required under item 14(a);

(3) Future increases in the effective income
tax rate;

(4) The date through which the applicant’s
Federal income tax returns have been au-
dited by the Internal Revenue Service; and

(5) The tax effect to the applicant of the
payment of cash dividends on capital stock
of the applicant after conversion.
Also describe briefly the State taxation of
the applicant.

(j) Competition. Describe the material
sources of competition for savings associa-
tions generally and indicate to the extent
practicable the applicant’s position in its
principal lending and savings markets.

Instruction. In answering item 7(j) give to
the extent known the association’s savings
and mortgage product market shares by
county in its geographic market. Also indi-
cate its rank and any material changes or
trends in its competitive standing.

(k) Office and other material properties. (1)
Furnish the location of the applicant’s home

office and each existing and approved branch
office and other office facilities (such as mo-
bile or satellite offices). State the total net
book value of all such offices as of the date
of the latest statement of financial condition
required by item 14(a). If any such office is
leased, state the expiration dates of such
leases.

(2) Describe briefly undeveloped land
owned by the applicant, including location,
net book value, and prospective use and
holding period. If the applicant or a sub-
sidiary owns or leases electronic data proc-
essing equipment principally for its own use,
describe briefly such equipment indicating
net book value if owned or the principal
lease terms if leased.

(l) Employees. State the number of persons
employed full time by the applicant includ-
ing executive officers listed under item 5.
State whether employees are represented by
a collective bargaining group and whether
the applicant’s relations with its employees
is satisfactory. Summarize briefly any loans,
profit sharing, retirement, medical, hos-
pitalization or other remuneration plans pro-
vided for employees not already included
pursuant to item 6.

(m) Service corporations. Describe briefly
the applicant’s investment in any subsidiary
and the major lines of business (including
any joint ventures) of the subsidiary which
are material to its operations.

(n) Legal proceedings. Furnish the informa-
tion regarding legal proceedings required to
be disclosed in a registration statement filed
with the Office under the Securities Ex-
change Act of 1934, 15 U.S.C. 78a et seq. In
particular, see item 103 of Regulation S–K, 17
CFR 229.103. Unless the context otherwise re-
quires, the word ‘‘registrant’’ in that regula-
tion shall refer to the applicant.

(o) Additional information. The Office may
upon the request of applicant, and where
consistent with the protection of account
holders and others, permit the omission of
any of the information required by this item
or the furnishing in substitution therefor of
appropriate information of comparable char-
acter. The Office may also require the fur-
nishing of other information in addition to,
or in substitution for, the information re-
quired by this item in any case where such
information is necessary or appropriate for
an adequate description of the applicant’s
business done or intended to be done.

Item 8. Description of the Plan of Conversion

(a) A statement to the following effect
shall be inserted in the proxy statement im-
mediately preceding the information re-
quired by this item: The Office of Thrift Su-
pervision has given approval to the plan of
conversion, subject to its approval by asso-
ciation members and the satisfaction of cer-
tain other conditions. However, such ap-
proval by the Office does not constitute a
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recommendation or endorsement of the plan
by the Office.

(b) The proxy statement shall contain a de-
scription of the plan of conversion. Such de-
scription shall contain the information re-
quired by paragraphs (c) through (j) of this
item and such additional information as may
be necessary to accurately describe the ma-
terial provisions of the plan.

(c) Briefly describe the effects of conver-
sion from a mutual association to a stock as-
sociation including the following informa-
tion:

(1) State that savings accounts of the ap-
plicant will not be affected by the conversion
with respect to such matters as balances in
the accounts and the extent of insurance of
savings accounts by the Savings Association
Insurance Fund or the Bank Insurance Fund,
as the case may be;

(2) State whether savings and borrowing
members of the applicant will continue to
have voting rights in the applicant after con-
version, and describe any voting rights they
will have;

(3) State the present liquidation rights of
account holders and describe the liquidation
account to be established and maintained by
the applicant, including the conditions under
which such account will be paid, the interest
of eligible account holders and supplemental
eligible account holders in such account and
the formula by which such account will be
adjusted;

(4) State that the rights and obligations of
borrowers from the applicant will not be
changed in any manner;

(5) State that capital stock to be sold by
the applicant will not be insured by the Sav-
ings Association Insurance Fund or the Bank
Insurance Fund, as the case may be;

(6) State than none of the assets of the ap-
plicant will be distributed in order to effect
the conversion other than to pay expenses
incident thereto; and

(7) State briefly the reasons why manage-
ment is recommending the conversion, in-
cluding any advantages to the community
served by the applicant.

(d) With respect to the subscription rights
of members, furnish the following informa-
tion:

(1) The formula to be used for determining
the subscription rights of account holders to
purchase shares pursuant to § 563b.3(c) (2),
(4), and (5);

(2) Any optional provisions included in the
plan of conversion pursuant to § 563b.3(d) for
the purchase of shares of capital stock, in-
cluding the purchase priorities, limitation
on total purchases, the total number of
shares which may be purchased, and the for-
mula for the allocation;

(3) The allocation formulas to be used in
the event that there is an oversubscription
of shares at any time during the sale of
stock under the plan of conversion; and

(4) The use and time of the order forms
with respect to the exercise of subscription
rights.

(e)(1) Set forth on a per-share basis the es-
timated public offering price range of the
shares of capital stock to be sold pursuant to
the plan of conversion, except that an esti-
mated price range is not required to be stat-
ed if the offering of stock is not to com-
mence until after the meeting of association
members to vote on the plan of conversion;

(2) State that the offering price will be the
pro forma market value of such shares as de-
termined by the association’s management
and the underwriter, as the case may be; and

(3) State that all of the shares are required
to be sold.

(f) Unless the offering of stock is not to
commence until after the meeting of associa-
tion members to vote on the plan of conver-
sion, discuss: (1) The earnings per share of
the capital stock to be sold on a pro forma
basis as of the most recent year-end and in-
terim period required by item 14(b); and (2)
the book value per share on a pro forma basis
as of the most recent year-end and interim
period required by item 14(a).

Instructions: 1. Earnings and book value per
share shall be furnished without giving effect
to the estimated net proceeds from the sale
of the capital stock and then after giving ef-
fect to such proceeds, with all assumptions
used clearly stated.

2. In computing pro forma earnings, the ap-
plicant shall use the arithmetic average of
the (i) average yield on all interest-earning
assets (item 7(d)(4)(i)(D)) and (ii) average
rate paid on deposits (item 7(d)(4)(ii)(A)).

3. If significant changes in interest rates
occur during the periods presented, the Of-
fice will consider permitting alternative
computations proposed by an applicant that
are properly supported.

4. An appropriate statement should be in-
cluded which explains that the pro forma
data should not be relied upon as indicative
of the actual financial position or results of
continuing operations that will be experi-
enced by the applicant after its conversion.

(g) State the proposed commencement and
expiration dates of the subscription period
and describe any provisions in the plan of
conversion related to the timing or exten-
sion of the subscription period. Also, state:

(1) That a maximum subscription price will
be set forth in the offering circular used for
offering of subscription rights;

(2) That the actual subscription price will
be the public offering price;

(3) That the actual subscription price will
not exceed the maximum subscription price
shown on the order form; and

(4) That any difference between the max-
imum and actual subscription prices will be
refunded unless the subscribers affirmatively
elect to have the difference applied to the
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purchase of additional shares of capital
stock.

(h) Furnish the following information:
(1) Describe to the extent practicable the

applicant’s present intentions with respect
to listing the capital stock on an exchange
or otherwise providing a market for the pur-
chase and sale of the capital stock in the fu-
ture;

(2) Describe briefly the tax effect of the
conversion both to the applicant and to the
various classes of account holders receiving
nontransferable subscription rights to pur-
chase capital stock in the conversion;

(3) State that the plan of conversion is at-
tached as an exhibit to the proxy statement
(or will be made available on request if the
summary proxy statement provided for by
§ 563b.6(c)(2) is being used) and should be con-
sulted for further information.

(i)(1) State whether the plan of conversion
provides for unsubscribed capital stock to be
offered to the public through underwriters or
directly by the converting association. If
such is the case, provide the information to
the extent known required by item 6 of Form
OC and indicate the estimated timing of the
proposed offering.

(2) State whether the plan of conversion
provides for the purchase by any person or
group of any insignificant residue of shares
remaining at the conclusion of the offering.

(j) Furnish the following information in
tabular form regarding proposed purchases of
capital stock involving directors and officers
of the applicant:

(1) State the total number of shares pro-
posed to be purchased by all officers, direc-
tors and their associates as a group without
naming them.

(2) As to each officer and director named in
item 5(a), name him or her, state his or her
position, and the number of shares proposed
to be purchased by him or her.

(3) As to any officer, director or associate
thereof who proposes to purchase 1 percent
or more of the total number of shares of cap-
ital stock of the applicant to be outstanding,
name him or her, state his or her position,
and the number of shares proposed to be pur-
chased by him or her.

(4) With respect to the information re-
quired by items (1), (2) and (3) of paragraph
(j), indicate separately the number of shares
proposed to be purchased in each offering
category.

Instructions. With respect to the informa-
tion requested as to associates of officers and
directors, such information is required only
to the extent known. In a case where such
confirmation is not obtainable, only the
number of shares which the associate is
given subscription rights to purchase need be
disclosed.

Item 9. Description of Capital Stock

(a) Furnish the information regarding cap-
ital stock of the applicant required to be dis-
closed in a registration statement filed with
the Office under the Securities Exchange Act
of 1934, 15 U.S.C. 78a et seq. In particular, see
item 202 of Regulation S–K, 17 CFR 229.202.
Unless the context otherwise requires, the
term ‘‘registrant’’ in that regulation shall
refer to the applicant.

(b) An undertaking should be included in
the proxy statement that the applicant
where practical will use its best efforts to
encourage and assist a professional market
maker in establishing and maintaining a
market for the capital stock of the appli-
cant.

(c) Outline briefly the trading market that
is expected to exist for the capital stock fol-
lowing the conversion including the esti-
mated number of market makers and stock-
holders, and the anticipated success of the
applicant in listing the stock.

Instructions. Any discussion of the listing
of the applicant’s stock should include the
basic requirements that must be met for
such listing.

(d) If the rights evidenced by the capital
stock will be materially limited or qualified
by the rights of savings account holders or
borrowers, include the information regarding
the limitations or qualifications necessary
to enable investors to understand the rights
evidenced by the capital stock.

Item 10. Capitalization

Set forth in substantially the tabular form
indicated below the dollar amounts of the
capitalization of the applicant. Captions
below may be modified as appropriate.

(A) Capital-
ization as of
most recent

balance
sheet date

(B) Pro
forma adjust-
ments as a

result of con-
version

(C) Pro
forma cap-
italization,
after giving
effect to the
conversion

Deposits
FHL bank

ad-
vances.

Other
Borrowings

Capital
stock

Preferred
stock

Paid-in cap-
ital

Retained
earnings:
Restricted
Unrestricted

Total.

Instructions. 1. With respect to capital
stock, indicate in the table or in a footnote
the total number of shares to be authorized,
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the par or stated value of such shares, and
the number of shares to be sold as part of the
conversion.

2. With respect to the funds to be received
by the applicant from the sale of its capital
stock, indicate in the table the estimated
total amount of funds to be obtained and in
a footnote state the price per share used in
making the estimate. The total amount and
price per share shall be clearly identified as
being estimates.

3. With respect to Column A, the applicant
should use the most recent balance sheet
date required by item 14.

Item 11. Use of New Capital

State the principal purposes for which the
net proceeds to the applicant from the cap-
ital stock to be sold are intended to be in-
vested or otherwise used and the approxi-
mate amount intended for each such pur-
pose.

Instruction. Details of proposed invest-
ments are not to be given. There need be fur-
nished, for example, only a brief statement
of any investment or other activity of the
applicant which will be affected materially
by availability of the proceeds. Examples of
such activities may include expanded sec-
ondary market activities, larger scale lend-
ing projects, loan portfolio diversification,
increased liquidity investments, repayment
of debt, additional branch offices and other
facilities, service corporation investments,
and acquisitions.

Item 12. New Charter, Bylaws, or Other
Documents

Describe briefly any material differences
between the provisions of the existing char-
ter, bylaws, and any similar documents of
the applicant and those which will take ef-
fect after conversion.

Instruction. This item requires only a brief
summary of the provisions which are perti-
nent from both an investment stand-point
and a voting standpoint. A complete legal
description of the provisions referred to is
not required and should not be given. Do not
set forth the provisions verbatim; only a suc-
cinct resume is required.

Item 13. Other Matters

State that the applicant will register its
capital stock under section 12(g) of the Secu-
rities Exchange Act of 1934, as amended, and
that it will not deregister such stock for a
period of three years. It should be noted that
upon such registration the proxy rules, in-
sider trading reporting and restrictions, an-
nual and periodic reporting and other re-
quirements of that Act will be applicable.

Item 14. Financial Statements

NOTES: 1. The following instructions speci-
fy the consolidated balance sheets, the con-

solidated statements of income, the consoli-
dated statements of cash flows, and stock-
holders’ equity required to be included in the
proxy statement. Subpart A of part 563c gov-
erns the certification, form, and content of
such financial statements, including the
basis of consolidation.

2. If the applicant has previously used an
audit period in connection with its certified
financial statements which does not coincide
with its fiscal year, such audit period may be
used in place of any fiscal year requirement
provided it covers a full twelve months’ oper-
ations and is used consistently.

(a) Consolidated balance sheets. (1) There
shall be furnished for the applicant and its
subsidiaries consolidated, audited balance
sheets as of the end of each of the two most
recent fiscal years.

(2) If the latest balance sheets furnished
under (1) of this paragraph are in excess of
135 days prior to the date of the Office’s ap-
proval of the conversion, there shall be fur-
nished an interim balance sheet as of a date
within 135 days of such approval. This in-
terim balance sheet need not be audited.

(b) Consolidated statements of income and
cash flows. (1) There shall be furnished for
the applicant and its subsidiaries and prede-
cessors consolidated, audited statements of
income and cash flows for each of the three
fiscal years preceding the date of the most
recent balance sheet furnished, except that
for periods prior to July 15, 1988, statements
of changes in financial position may be pro-
vided in lieu of statements of cash flows.

(2) In addition, for any interim period be-
tween the latest audited balance sheet and
the date of the most recent interim balance
sheet being filed, and for the corresponding
period of the preceding fiscal year, state-
ments of income and cash flows shall be fur-
nished. The interim financial statements
may be unaudited.

(c) Changes in stockholders’ equity. An anal-
ysis of the changes in each caption of stock-
holders’ equity presented in the balance
sheets shall be given in a note or separate
statement. This analysis shall be presented
in the form of a reconciliation of the begin-
ning balance to the ending balance for each
period for which an income statement is re-
quired to be furnished with all significant
reconciling items described by appropriate
captions.

(d) Financial statements of business acquired
or to be acquired. There shall be furnished the
information required by 17 CFR 210.3–05 and
210.11–01 to –03 regarding business acquired
or to be acquired.

(e) Separate financial statements of subsidi-
aries not consolidated and 50-percent- or less-
owned persons. There shall be furnished the
information required by 17 CFR 210.3–09 re-
garding separate financial statements of sub-
sidiaries not consolidated and 50-percent- or
less-owned persons.
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(f) Filing of other statements in certain cases.
The Office may, upon the request of the ap-
plicant, and where consistent with the pro-
tection of account holders and others, permit
the omission of one or more of the state-
ments herein required or the filing in substi-
tution therefor of appropriate statements of
comparable character. The Office may also
require the inclusion of other statements in
addition to, or in substitution for, the state-
ments herein required in any case where
such statements are necessary or appro-
priate for an adequate presentation of the fi-
nancial condition of any person whose finan-
cial statements are required, or whose state-
ments are otherwise necessary for the pro-
tection of account holders and others.

Item 15. Consents of Experts and Reports

(a) The proxy statement shall briefly de-
scribe all consents of experts filed pursuant
to § 563b.8(p).

(b) The statement shall contain a report of
the independent public accountants who
have certified the financial statements and
other matters in the statement.

Instruction. The instruction on item 12
shall apply to paragraph (a) of this item.

Item 16. Attachments

There shall be attached to the proxy state-
ment distributed to association members and
others a copy of the applicant’s plan of con-
version as approved by the Office unless the
following procedure is observed. The associa-
tion may in the alternative set forth in the
proxy statement that the plan of conversion
will not be provided unless the recipient so
requests within a specified period by means
of a postage-paid postcard or other written
communication.

[54 FR 49596, Nov. 30, 1989, as amended at 59
FR 22735, May 3, 1994]

§ 563b.102 Form OC—Offering Circu-
lars.

FORM OC

[Facing Sheet]

OFFICE OF THRIFT SUPERVISION

1700 G Street, NW., Washington, DC 20552

Offering Circular

llllllllllllllllllllllll

(Exact name of applicant as specified in
charter)
llllllllllllllllllllllll

(Street address of applicant)
llllllllllllllllllllllll

(City, State and Zip Code)

Offering Circular Form

Item 1. Information Required by and Use of
Form OC

The offering circular shall be dated as of
the date of its issuance. The offering circular
shall contain substantially the same infor-
mation required to be included in the proxy
statement of the applicant distributed to as-
sociation members to vote upon the plan of
conversion. Information of the type required
to be included in the proxy statement may
be omitted from the offering circular only to
the extent that it is clearly inapplicable. The
offering circular may be in ‘‘wrap around’’
form with the proxy statement attached.

Instructions. 1. The term ‘‘offering cir-
cular’’ refers to both the offering circular for
the subscription offering and the offering cir-
cular for the public offering through an un-
derwriter or the direct community mar-
keting by the converting savings association
of the unsubscribed shares, unless otherwise
indicated.

2. The offering circular shall include such
information which the Chief Counsel or Dep-
uty Chief Counsel for Securities and Cor-
porate Structure, by interpretive release or
otherwise, has deemed necessary to comply
with this Form OC.

3. An offering circular for the subscription
offering in ‘‘wrap around’’ form distributed
to association members and other persons
who have previously been furnished a copy of
the proxy statement need not contain the
proxy statement as an attachment provided
such offering circular states that a copy of
the proxy statement has previously been fur-
nished to such persons and that an addi-
tional copy thereof will be furnished prompt-
ly upon request to the applicant (with the
telephone number and mailing address of the
applicant stated).

Item 2. Additional Current Information
Required

Each offering circular shall, as of its re-
spective dates of issuance, include, to the ex-
tent available, the following additional cur-
rent information to the extent that such in-
formation is not already included in the
proxy statement:

(a) Information with respect to the vote of
association members upon the plan of con-
version and any other proposals considered
at the meeting of members.

(b) Information with respect to any recent
material developments in the business or af-
fairs of the applicant.

(c) Information with respect to the trading
market that is expected to exist for the cap-
ital stock following the conversion.

(d) Information, on the outside front cover
page, summarizing the results of any sepa-
rate subscription offering including the num-
ber of shares sold to eligible account holders,
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